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Daily Market Report for Monday 8 of February 2010
Check out our new trading signal service; make sure to sign up for our 7 days free trial:

http://www.avantagefinancial.ch/intraday service?avantagefinancial ch=9ae142803578
¢c3c4c07b84981ee2f673

(We are up 795 pips on this service since it started 8" of January 2010)

Trading log on the intraday service can be found here:
http://www.avantagefinancial.ch/images up/avantagefinancial.ch/pdfs/intra _day service log.p

df

Market Comment

Very interesting bar on daily chart Friday in the S&P 500 futures with daily record volume this year
and the highest volume day seen since 21°* of November2008. The bar closed way off the lows as
prices reversed strongly towards the end of the session. This certainly signals that is was a lot of
buying in that bar, otherwise it was no way it could have rallied that strongly off the lows. We now
look for this bullish action to be confirmed today with an up bar. Key support is now Friday’s low
(1040.75) and the 23,60% Fibonacci retracement of the March 09 to January 2010 coming in at 1031.
Key resistance remains 1103. We also note that Gold tested the previous key support 1075 overnight,
now the level should act as resistance and basically looking weak below this level. The debt
problems continue to weigh on the market and Euro is of course center stage with Greece and
potential more problems in Portugal. Risk off and off is the major theme and we expect S&P to be
the main driver for FX markets near term. Repeating from previous report: “There is a real problem
for the Euro zone as Greece is probably not the last country to need financial aid to survive. The
question is how long the healthy countries like Germany and France are willing to bail out the weak
members? Should the failing states be omitted from the Euro? If Greece is bailed out, why should not
Portugal, Spain or Italy be bailed out as well if they would face the same problem. Suddenly there is a
fair amount of problems to solve, which if everything goes terribly wrong simply threaten the future
of the Euro. EMU is facing challenges with member states in different economic cycles and the
problem is of course that the countries have no way to adjust the monetary policy to the country’s
need and problems. So it all ends up with a big compromise that really is not perfect for anyone,
which is of course not optimal. We have debated for years that the Euro currency viability and
limitations would be tested once the first recession hit the Euro zone, which is now. So now is the time
for the Euro to really prove it can be a serious alternative to the reserve currency status of the USD.
We expect the debt burden among nations will become more of focus going forward and would not
be surprised to see the high debt currencies to struggle going forward as the risk of facing higher
funding costs could hurt the budget.”

Euro rally off the lows Friday was encouraging for the Euro bullish camp, but we see resistance at
1.3717 area that needs to be broken to open for any strong recovery.

JPY trading strongly on risk aversion, we don’t think the JPY will do well over time as fundamental
weakness should catch up with valuation. We think JPY is hugely overvalued at this point.

The supply is still high in Crude that limits the ability to get any stronger rally going and of course risk
off is also weighing on price.
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VIX hit our target of 26 Friday and we think it is limited how much higher it will go near term, but
again depends on S&P ability to sat above 1050.

EURJPY vs. S&P 500 futures, see how the correlation has been totally off the last few months, but
returned last week or so. Looking at the EURJPY vs. S&P 500 chart is looks like every time there has

been a longer time of very low correlation it has been followed by a longer directional move.

FX Implied Volatility updated this morning:

ATM 1w 1m 3m
put call put call put call

EURUSD 12,22 % 12,22 % 12,33 % 12,33 % 12,61 % 12,61 %
GBPUSD 12,60 % 12,60 % 12,21 % 12,21 % 12,50 % 12,50 %
USDJPY 12,53 % 12,53 % 12,92 % 12,92 % 13,34 % 13,34 %
USDCHF 11,25 % 11,25 % 11,41 % 11,41 % 11,98 % 11,98 %
AUDUSD 14,23 % 14,23 % 14,86 % 14,86 % 15,03 % 15,03 %
USDCAD 10,61 % 10,61 % 11,62 % 11,62 % 12,41 % 12,41 %
EURJPY 15,01 % 15,01 % 14,95 % 14,95 % 14,89 % 14,89 %
GBPJPY 16,89 % 16,89 % 16,65 % 16,65 % 17,09 % 17,09 %
AUDJPY 20,42 % 20,42 % 20,79 % 20,79 % 20,51 % 20,51 %
NZDJPY 20,52 % 20,52 % 19,76 % 19,76 % 19,66 % 19,66 %
EURNOK 7,38 % 7,38 % 6,86 % 6,86 % 7,29 % 7,29 %

Some interesting news stories:

Bollard Says N.Z. Economy Fragile, Not Deteriorating - Bloomberg -
http://www.bloomberg.com/apps/news?pid=20601068&sid=alGoHct9gkMs



http://www.bloomberg.com/apps/news?pid=20601068&sid=alGoHct9qkMs
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Greek Ouzo crisis escalates into global margin call as confidence ebbs - The Telegraph -
http://www.telegraph.co.uk/finance/comment/ambroseevans_pritchard/7182739/Greek-Ouzo-crisis-
escalates-into-global-margin-call-as-confidence-ebbs.html

Chinese growth may hit 11pc, says think tank - The Telegraph -
http://www.telegraph.co.uk/finance/china-business/7182808/Chinese-growth-may-hit-11pc-says-think-
tank.html

Sharpening the knives to avoid a Greek tragedy - The Times -
http://www.timesonline.co.uk/tol/comment/article7017858.ece

Australia Government to Withdraw Bank Deposit Guarantee - The WSJ -
http://online.wsj.com/article/SB10001424052748704829704575050173338878104.htmI?mod=WSJAS
IA_hps LEFTTopWhatNews

G-7 Officials Promise Continued Stimulus - The WSJ -
http://online.wsj.com/article/SB10001424052748704829704575048602565485736.htmI?mod=WSJAS
IA hps LEFTTopWhatNews

When a Little Greece Goes a Long Way - The WSJ -
http://online.wsj.com/article/SB10001424052748704197104575051170792661344.htmI?mod=WSJAS
IA_hps_sections_markets

Euro Poised for Further Declines - The WSJ -
http://online.wsj.com/article/SB10001424052748703427704575051083270554468.htmI?mod=WSJ la
testheadlines

Gold Finds Support at $1,000 an Ounce - The WSJ -
http://online.wsj.com/article/SB10001424052748704880804575050413892855020.htmI?mod=WSJ la
testheadlines

Europe needs to show it has a crisis endgame - The FT -.
http://www.ft.com/cms/s/0/41bea7e4-140b-11df-8847-00144feab49a.html

Geithner Says U.S. Will 'Never' Lose Its Aaa Debt Rating - Bloomberg -
http://www.bloomberg.com/apps/news?pid=20601083&sid=ahGwqg7V3u3Gs

UK economy ‘faces crisis' warns former IMF economist - The BBC -
http://news.bbc.co.uk/2/hi/business/8503090.stm

Japan Current-Account Surplus Widens for Fifth Month - Bloomberg -
http://www.bloomberg.com/apps/news?pid=20601068&sid=asBTXUNcQLMc

¢t SOKYAOQOIf Qa
Euro: Weak below 1.3717 and the next Fibonacci level, 61.80% retracement is at 1.3488. Looks like
sell on rallies until the stock market get some upside momentum.

Cable: Break below 1.57 key support took the pair out the range that it traded for over the last 6
months, which is very bearish.
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USDJPY: Took out the reaction low of 89.13 and that is bearish price action. We still favor getting
long when the current debt crisis nerves diminish, but that could take a few days. Longer term we
still expect JPY to underperform due to high public debt, weak demographics and tougher export
markets due to slower growth going forward.

Swissy: Took out key 1.0590 resistance level and bullish above 1.0480 now. We note that key falling
resistance from the October 2009 high is coming in at 1.0966, of course not in play at the moment,
but something we like to have in mind.

AUDUSD: the 0.8733 key support taken out today, which opens for a run towards 0.8560 support
next.

USDCAD: Back above 1.07 and key resistance is 1.0750 and the drop in Crude is also putting pressure
on CAD along with risk off.

EURJPY: Break below 124 is basically enforcing the recent bearish momentum it has now broken out
of the range seen since April 09 and next really strong support level is now 115.90

GBPJPY : Break below 143 today puts attention to the December 09 low at 139.26.

AUDIJPY: Breaking out of the trend channel seen since 13 of July 2009 and the next real support
level on longer term charts are down at 70.30 for now.

Levels Euro Cable  USDJPY  Swissy AUDUSD USDCAD EURIPY GBPJPY AUDIJPY

Res2 1.4216 1.6290 93.70 1.1200  0.9405 1.0869 130.00 150.66 88.87
Resl 1.3725 1.6123 91.00 1.0966  0.9320 1.0745 127.00 143.00 86.20
Supl 1.3584 1.5630 87.34 1.0480 0.8630 1.0400 120.00 137.30 75.00

Sup2 1.3488 1.5372 84.83 1.0300 0.8560 1.0205 115.90 135.02 70.30
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Our outlook
Pair Our strategy Today Our medium term forecast
EURO Sell rallies below 1.3717 Correction to 1.4216
Cable Bearish below 1.57 1.52
USDJPY Bearish near term, we stand aside Test of 93.70
USDCAD Bearish below 1.0745, sell rallies Our target of 1.07 hit and expect to
move back down to 1.0450
EURJPY Weak below 124 Test of 120 near term
AUDJPY Stand aside Looking to get long at lower levels
GBPJPY Bearish below 143 Test of 137 within the next few
weeks
AUDUSD Our downside target of 0.8730 was hit and
extended. Bearish as long as the risk off theme is
on.

Risk Warning: Any information in this report is based on data considered to be reliable, but no
representations or guarantees are made by Avantage Financial GmbH with regard to the accuracy of
the data. This information is provided on condition that we accept no responsibility, legal or other for
its contents. We, including our directors, officers, employees or publishers, disclaim all liabilities. Any
statement constitutes only current opinions, which are subject to change. Neither the information
nor any opinion expressed shall be construed to be, or constitute an offer to sell or a solicitation of
an offer to buy any investments mentioned herein. Regardless of the account type you choose, there
are risks inherent in trading, including the risk of loss greater than the original investment. The
opportunity for profit creates a corresponding risk of loss. Anyone wishing to invest in any of the
products mentioned should seek their own financial or professional advice. Prices can go down as
well as up. Past performance is no guarantee of future results.



